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The 


GENERAL PROVISIONS 


DEFINITIONS (ASPR 7=103.1 APPI 7-4.03.1) 


As used throughout this contract, the following terms 
have the meanings set forth below: 


(a) The term "Secretary" means the Secretary, the 
Under Secretary, or any Assistant Secretary of the Depart~ 
ment and the head or any assistant head of the axecutive 
agency; and the term "his duly authorized representative" 
means any person or persona or board (other than the Con- 
tracting Officer) authorized to act for the Secretary. 


(>) The term "Contracting Officer" means the person 
axecuting this contract on behalf of the Government, and 
any other officer or civilian employee who is a properly 
designated Contracting Officer; enc the term includes, 
except as otherwise provided in this contract, the author- 
ized representative of a Contracting Officer acting within 
the limits of his authority. 


(c) Except as otherwise provided in this contract, 
the term "subcontracta" includes purchase orders under 
this contract. 


(4) (APPI 7-303.1) The term "contract work" means 
all work to be performed under this contract including 
any studies coverings fundamental, theoretical, or experi- 
mental investigations; any extension of the investigative 
findings and theories of a scientific or tecanteal nature 
into practical application; any tangible items hereinafter 
referred to as "supplies," furrished to the Governnent; 
and any reports, data, conmatationg, plans, drawings, and 
specifications with respect ts anv of the roregoing. 


CHANGES ({APPI 7-1,03=2) . 


The Contractin Officer may at uny time by a written 
order, make chan:es in or additions to the crawines and 
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specifications, issue additional inatructiona, require 
additional work within the general scope of the contract, 
or change the place of delivery, method of shipment, or 
the amount of Government-Furni shed property. If any euch 
ohange causes an increase or decrease in the estimated 
soat of, or the time required for performance of this 
contract, or otherwise affects any other provision of thie 
Contract, an equitable adjustment shall be made (4) in the 
oatimated cost or delivery achedule, or both, (11) in the 
amount of any fixed fee to be paid to the Contractor, and 
(111) in such other provisions of the contract as may be 
so affeoted, and the contract shall be modified in writing 
accordingly, Any claim by the Contractor for as pea 
under this clause must be asserted within sixty (60) days 
trom the date of receipt by the Contractor of the noti- 
fication of change} Provided, however, That the Contract- 
ing Officer, if he decides that the facts justify such 
action, may receive and act upon any such claim asserted 
at any time prior to final payment under this contract, 
“allure to agree to any adjustment shall be a dispute 
sonoerning a question of fact within the meaning of the 
clause of this contract entitled "Disputes." However, 
nothing in this clause shall excuse the Contractor from 
proceeding with the oontract as changed. 
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Changes causing an increase or decrease of more than 4% in the 
estimated soat of the contract shall require the agreement of the 
Contractor. 


LIMITATION OF COST (ASPR 7-203.3 APPL 7-403.3) °:- 


(a) it is estimated that the total cost to the Government, 
exclusive of any fixed fee, for the performance of this contract 
will not exceed the estimated cost set forth in the Schedule, and 
the Contractor agrees to use its vest efforts to perform the work 
specified in the Schedule and all obligations under this contract 
within such estimated cost. If at any time the Contractor has 
reason to believe that the costs which it expects to incur in the 
performance of this contract in the next succeeding thirty (30) days, 
when added to all costs previously incurred, will exceed eighty-five 
percent (85%) of the estimated cost then set forth in the Schedule, 
or if at any time, the Contractor has reason to believe that the 
total cost to the Government, exolusive of any fixed fee, for the 
performance of this contract will be substantially greater or less 
than the then estimated cost thereof, the Contractor shall notify 
the Contracting Officer in writing to that effect, giving its re- 
vised estimate of such total cost for the performance of this 
Contract. 


(bo) The Government shall not be obligated to reimburse the 
Contractor for costs incurred in excess of the estimated cost set 
ferth in the Schedule and the Contractor shall not be obligated to 
continue performance under the contract or to incur costs in excess 
of the estimated cost set forth in the Schedule, unless and until 
the Contracting Officer shall have notified the Contractor in 
writing that such estimated cost has been inoreased and shall have 
specified in such notice a revised estimsted cost which shall there- 
upon constitute the estimated cost of performance of this contract. 
When and to the extent that the estimated cost set forth in the 
Sohedule has been increased, any cost incurred by the Contractor in 
excess of such estimated cost prior to the increase in estimated 
cost shall be allowable to the same extent as if such costs had 
been incurred after such increase in estimated oost. 


RECORDS (ASFR 7203.7 AFP] 7-+402.7) 


(a)({1) Tne Contractor agrees to maintain vooks, records, documents 
and other evidence pertaining to the costs and expenses of this contract 
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(hereinafter oollectively called the "records") to the extent and in 
auch detail as will properly refleot all net costs, direct and indirect 
of labor, materials, squipment, supplies and services, and other costs 
and expenses of whatever nature for which reimbursement is claimed under 
the provisions of this contract. The Contractor's accounting procedures 
and practices shall be subject to the approval of the Contracting Of- 
fieer} providec, however, that no material change will be required to 

be made in the Contractor's accounting procedures and practices if they 
conform to generally accepted accounting practices and if the costs 
properly applicable to this contract are readily ascertainable therefrom. 


(2); The Contractor agrees to make available at the office of the 
Contractor at all reasonable times during the period set forth in sub- 
paragraph (4) below any of the records for inspection, audit or repro- 
duction by an authorized representative of the Department. 


(3) Inthe event the Contracting Officer or any of his duly author- 
ized representatives determines that his audit of the amounts reimbursed 
under this contract as transportation charges will be made at a place 
other than the office of the Contractor, the Contractor agrees to de- 
liver, with the reimbursement voucher oovering such charges or as may 
be otherwise specified within two years after reimbursement of charges 
dovered by any such voucher, to such representative as may be designated 
for that purpose through the Contracting Officer suoh documentary evi- 
denee in support of transportation costs as may be required by the 
Gentracting Officer or any of hig duly authorized representatives. 


(4) Beeept for documentary evidence delivered to the Government 
pursuant to subparaxvraph (3) above, the Contractor shall preserve and 
make evailable its reeords for e period of six years (unless a longer 
period of time is provided by applicable statute) from the date of the 
vousher or invelce submitted by the Contractor after the sompletion of 
the work under the contract and designated by the Contractor as the 
*“sompletion voucher” or "eompletion invoice” or, in the event this 
eontract has been completely terminated, fromthe date of the termina= 
tion settlement reementj provided, however, the records which relate 
to (A) appeals under the clause of this contract entitled "Disputes," 
(B) litigation or the settlement of claims arising out of the perform- 
anee of this contract, or (C) oosts or expenses of the contract as to 
which exception has been taken by the Contracting Officer or any of 
hig duly authorised representatives, shall be retained by the Contractor 
until such appeals, liti,;ation, claims, or exceptions have been disposed 
of, but in no event for less than the six-year period mentioned atove. 


(S) Bxwoept for documentary evidence delivered pursuant to sub- 
paragraph (3). above, and the records described in the proviso of sub- 
paragraph () above, the Contractor may in fulfillment of its obliga- 
tion to retain ite records as required by this clause substitute 
photographs, microphotographs or other authentic reproductions of 
such reeords, after the expiration of two years following the last day 
of the month of reimbursement to the Contractor of the invetée or 
voueher to which such records relate, unless a shorter period is 
authorised by the Contrasting Officer with the concurrence of the 
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Comptroller of the Contracting Government Agency or his authorized 
representatives. 


(6) The provisions of this paragraph (a), inoluding this sub- 
paragraph (6), shall be applicable to and included in each sudoontract 
hereunder which is on a ooat, cost-plus-a-fixed-fee, time-and-material 
or labor-hour basis. 


(b) The Contractor further agrees to inolude in each of his 
subcontracts hereunder, other than those set forth in subperazraph 
(a)(6) above, a provision to the effect that the subcontractor agrees 
that the Contracting Orficer or any of his duly authorized representa- 
tives, shall, until thee xpiration of three years arter final payment 
under the guboontract, have access to and the ri,ht to examine any 
directly pertinent books, documents, papers, and records of such aubcon- 
tractor involving transactions related to the subcontract. The term 
"subcontract," as used in this peragraph (b) only excludes (1) purchase 
orders not axceeding $1,000 and (a4) subcontracts or purchase orders 
for publie utility services at rates established for uniform applica~ 
bility to the general public. 


SURCONTRACTS (ASPR 7-203.8 API 7-03.8) 


(a) The Contraetor shall give advance notification to the Con- 
tracting Officer of any proposed subcontract hereunder which (41) is 
on a cost or costeplus-a-fixed-fes basis, or (1) is on a fixed-price 
basia exceeding in dollar amount either $25,000 or five percent tet) 
of the total eatimated cost of thia contract, 


(b) The Contractor shall not, without the prior written consent 
of the Contracting Ufficer, place any subcontract with (i) is on a 
cost or cost-plus-a-fixed-fee basis, or (ii) im on a fixed-price basis 
exceeding in dollar amount either #25,000 or five percent (5%) of the 
total estimated cost of thia contract, or (141) provides for the 
fabrication, purchase, rental, installation or other ecquisition, of 
any item of industrial facilities, or of special tooling, having a value 
in excess of $5,000, or (iv) is on a time and material or lLabor-hour 
basis in excess of an estimated cost of $5,000, or (v) involves re- 
search and development work in excess of an estimated cost or $5,000. 
The Contracting Officer may, in his discretion, ratify in writing any 
such subcontract} such action shall constitute the consent of the 
Contracting OCficer as required by this para;raph {b). 


(c) The Contractor asrees that no subcontract placed under this 
contract shall provide for payment on a cost-plus-a-percentage-of- 
cost basia. 


(ad) The Contracting Officer may, in bis discretion, specifically 
aprrove inwritin. any of the provisions of a subcent-act. However, 
such approval or the consent o” the Contractins Officer obtained as 
required by this cause shall not be construed to ocastitute a dater- 
mination of the allowatility of any cost under this contract, unless 
such approval specifically provides that 1t constitutes a determina-~ 
tion of the allowability of such scost. 
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(e) The Contractor shall sive the Contracting Officer immediate 
notioe in writing of any astion or suit filed, and prompt notice of 
any claim made ainst the Contractor by any subcontractor or vendor 
which, in the opinion of the Contractor, may result in litigation, 
related in any way to this contract with respect to which the Cone 
trastor may be entitled to reimbursement from the Government. 


(f) (APPI = 7203.8) The Contracting Officer may approve all 
or part of the Contractor's purchasing system and from time tot ime 
rescind or reinatate such approval. Such approval shall be deemed 
to fulfil the requirements for obtaining the Contracting Officer's 
consent to aubcontracts as prescribed in paragraph (b) above, 


UTILIZATION OF SMALL BUSINESS CONCERNS (ASPR 7-10.14 AFPI 7403.9) 


(a) It ts the policy of the Government as declared by the Con+ 
greas to bring about the greatest utilization of small business con- 
cerns which is conaistent with efficient production, 


(b) The Contractor agrees to accomplish the maximum amount of 
subcontracting to small business concerns that the Contractor finds 
to be consistent with the effietent performance of this contrast, 


EXCUSABLE DELAYS (ASPR 7-203.11 ARPE 7-303.10) 


(a) The Contradtor shall not be default by reason of any failure 
in performances of this contract in accordance with ite terms (inoeluding 
and failure by the Contractor to make ogress in the proseeution of 
the work hereunder which endangers sueh performance) if sueh failure 
arises out of causes beyond the control and without the fault or negli- 
genose of the Contractor, Such rauses include, but arenot restricted 
tot acts of God or of the public enemy} acts of the Government; fires} 
floods, epidemicss quarantine restrictions; strikes; “reight embarcoes, 
unusually severe weather; and failure of subeontrastors to perform or 
make prcocress due to such causes, unless the Contracting Officer shall 
have determined that the supplies or services to be furnished under the 
subcontract were cbtainable from other sources and shall have ordered 
the Contractor in writing to procure such services or supplies from such 
other sources, and the Contractor shall have failed weasonably to comply 
with such order. Upon request of the Contractor, the Contracting Officer 
shall ascertain the facts and extent of such failure and, if he shall 
determine that such ‘ailure was occasioned by any one or more of the 
aeidcauses, the delivery schedule shall be revised accordingly, sub ject 
to the rights of the Government under the clause hereof entitled 
"Termination", 


(bo) If the Contractor becomes unable to complete the gontract 
work and make delivery at the time specified in the Schedule because 
of technical difficulties, notwithstanding the exercise of good faith 
and diligent dfforts in the performance of the work called for here-« 
under, it may give the Contracting Officer written notice of the 
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anticipated default with reasons therefor. Such notice and reasons 
shall be delivered not leas than forty-five (45) days before the com- 
pletion date specified in the Sehedule or within such time as the Con- 
tracting Officer deems sufficient. If such notice is duly given, then 
to the extent the interest of the Government makes an extension desira- 
ble, and this contract shall then be modified in writing accordingly. 


DISPUTES (ASPR 7-103.12 AFPI 7.03.12) 


Except as otherwise provided in this contract, any dispute scon- 
cerning a question of fact arising under this contract which ia not 
disposed of by agreement shall be decided by the Contracting Officer, 
who ehall reduce his decision to writing and mail or otherwise furnish 
a oopy thereof to the Contractor. Within 30 days from the date of 
receipt of such sopy, the Contractor may appeal by mailing or other- 
Wise furnishing to the Contracting Officer a written appeal addressed 
to the Seoretary, and the decision of the Secretary or his duly au- 
thorized representative for the hearing of guch appeals shall, unless 
determined by a court of competent jurisdiction to have been fraudu- 
lent or capricious or arbitrary or so grossly erroneous as necessarily 
to imply bad faith, or not supported by substantial evidence, be final 
and conclusive; provided that, if no such appeal is taken, the decision 
of the Contracting Officer shall be final and conclusive. In eonnestion 
with any appeal proceeding unddér this clause, the Contractor shall be 
afforded an opportunity to be heerd an* to offer evidence in support. 
of its appeal. Pending final decisio: =f a dispute hereunder, the 
Contractor shall proceed diligently w h the performance of tha con- 
tract and in accordance with the Cont -oting Offioer'a decision. 

Thia clause shall be binding upon all iubeontractors under this con- 
traot who shall be equally bound to sg omit to the dé-':ion of the 
Contracting Officer and the decision f the Secrete or hia duly 
authorized representative as above s; sified. 


NOTICE AND ASSISTANCE REGARDING PATE? INFRINGEMI (ASPR 9-104 
AFPI 7-04.13) 


The provisions of this clause st 1 be app sable only if the 
amount of this contract is in excess °* $5,000. 


(a) The Contractor shall report co the C .trecting Offioer, 
promptly and in reasonable written detail, e¢ notice or claim of 
patent infringement based on the perfo: ance -. thia contract of which 
the Contractor has knowledge. 


(») In the event of litigation a ains the Government on acoount 
of any claim of patent infringement ar sin, +t of the performance of 
this oontract or out of the use of any sup iss furnished or work or 
services performed hereunder, the Contract shall furnish to the 
Government, upon request, all evidence and -nformation in possession 
of the Contractor pertaining to such litig ‘ion. Such evidence and 
information shall be furnished at the expe 16 of the Government ax- 
cept in those cases in which the Contract nas agreed to indemnify 
the Government against the claim bein;, as rted. 
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BUY AMERICAN ACT (ASPR 7-103.14 AFPI 7-03.14) 


The Contractor agrees that there will be delivered 
under this contract only such unmenufactured articles, 
materials and supplies Tandon term "article, materials, 
and supplies" is hereinafter referred to in this clause 
as "supplies") as have been mined or produced in the 
United States, and only such manufactured supplies as 
have been manufactured in the United States substantially 
all from supplies mined, produced, or manufactured, as 
the oase may be, in the United States. Pursuant to the 
Buy Amerioan Aot (41 U.S. Code 10a-d), the foregoing pro- 
vision shall not apply (i) with respeot to supp les ex- 
cepted by the Secretary from the application of that Act, 
(41) with respect to supplies for use outside the United 
States, or (111) with respect to the supplies to be de~ 
Livered under this oontract which are of a class or kind 
determined by the Secretary or his duly authorized repre- 
sentative not to be mined, produced, or manufactured, as 
the case may be, in the United States in sufficient and 
reasonably available commercial quantities and of a 
satisfactory peta or (iv) with respect to such supplies, 
from which the supplies to be delivered under this Contract 
are manufactures, as ere of a class or kind determined by 
the Secretary or his duly authorized representative not to 
be mined, produced, or manufactured, as the case may be, 
in the United States in suffiotent and reasonably available 
commercial quantities and of a satisfactory quality: Provided, 
That this exception (iv) shell not permit delivery of supplies 
manufactured outside the United States 4f¢ such supplies are 
manufaotured in the United States {n sufficient and reason- 
aoe | available commercial quariities and of a satiafactory 
quality. 


CONVICT LABOR (ASPR 12-203 APPI 7-403.15) 

In connection with the performance of work under this 
contract, the Contractor agrees not to employ any person 
undergoing sentence of {imprisonment at hard labor. 
EIGHT-HOUR LAW OF 1912 (ASPR 12-303.1 AFPI 7-03.16) 

This contract, to the extent that it is of a character 


specified in the Eight-Hour Law of 1912 as amended (40 U.S. 
Code 32h=326 and is not covered by the Walsa-Healey Public 
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Contracts Act (41 U.S. Code 35-45), is audjeot to the follow- 
ing provisions and exceptions of said Eight-Hour Law of 1912 
as amended, and to all other provisions and exceptions of said 
law: 


Ko laborer or mechanic doing any part of the work contem- 
plated by this contract, in the employ of the Contractor or 
any subcontractor contracting for any part of the said work, 
shall be required or permitted to work more than eight houra 
in any one calendar day upon such work, exoept upon the son- 
dition that compensation is paid to sueh laborer or mechanic 
in accordance with the provisions of this clause. The wages 
of every such laborer and mechani¢e employed by the Contractor 
or eny subcontractor engaged in the performance of this cone 
tract shall be computed on a basic day rate of eight hours per 
day} and work in excess of eight hours per day ie permitted 
paket upon the condition that every such laborer and mechanis 
shall be compensated for all hours worked in excess of eight 
hours per day at not less than one and one-half times the basic 
rate of pay. For each violation of the requirements of this 
clause a penalty of five dollars shall be imposed upon the Con 
tractor for each sush laborer or mechanis for every calendar 
day in which sueh employee is required or permitted to labor 
more than eight hours upon said work without receiv acupen- 
gation eemputed in accordance with this clause; and all penal- 
ties thus imposed shall be withheld for the use end benefit of 
the Government. 


13. MNONDISORIMINATION IN EMPLOYMENT (ASPR 12-802 AFPI 74.03.17) 


(a) In oonneetion with the performance of work under this 

contract, the Contractor agrees not to discriminate against 
any employee or applicant for employment because of race, reli- 

ion, color, or national origin. The aforesaid provision shall 
fnolude, but not be limited te, the following: employment, up- 
grading, demotion, or transfer} recruitment or recruitment adver- 
tisings layoff or termination) rates of pay or other forms of 
compensation) and selestion for training, including apprentiee- 
ahip. The Contractor agrees to post hereafter in conspicuous 
places, available for employees and applicents for employment, 
notices to be provided by the Contracting Officer setting forth 
the provisions of the nondiscrimination olause. 


(ov) The Contractor further agrees to insert the foregoing 


provision in all subcontracts hereunder, excapt subcontracts 
for standard commercial supplies or raw materials. 
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OFFICIALS NOT TO BENEFIT (ASPR 7=103.19 AFPI 7-403.18) 


No member of or delegate to Congress, or resident commissioner, 
shall be admitted to any share or part of this contract, or to any 
benefit that may arise therefrom but this provision shall not be 
construed to extend to this contract if made with a corporation for 
its general benefit. 


COVENANT AGAINST CONTINGENT FEES (ASPR 7+103.20 AFPI 7-03.19) 


The Contractor warrants that no person or selling agency has 
been employed or retained to solicit or secure this contract upon 
an agreement or understanding for a commission, percentage, broker- 
age, or contingent fee, excepting bona fide employses or bona fide 
established commercial or selling agencies maintained by the Con- 
tractor for the purpose of securing business. Por breach or viola- 
tion of this warranty the Government shall have the right to annul 
this contract without liability or in ita diseretion to deduct from 
the contract price or consideration the full amount of such comnig- 
sion, percentage, brokerage or contingent fee, 


PATENT RIGHTS (ASPR 9-107 APPI 7-03.29) 


(a) As used in this clause, the following terms shall have the 
meanings set forth below: 


(1) The term "Subject Invention" means any invention, ime 
provement or discovery (whether or not patentable) conceived or first 
actually reduced to practice either (A} in the performance of the 
experimental, developmental, or research work called for or required 
under this contrast, or (B) in the performance of eny experimental, 
developmental, or research work relating to the eub ject matter of 
this contract which was done upon an understanding in writing that a 
contract would be awarded; provided that the term "Sut ject Invention" 
shall not include any invention which is specifically identified and 
listed in the Schedule for the purpose of excluding it from the 
license granted by this clause. 


(11) The term "Technical Personnel" means any person 
employed by or working under contract with the Contractor (other than 
a subcontractor whose responsibilities with respeot to rights accruing 
to the Government in inventions arising under subcontracts are set 
forth in paragraphs (¢), (h), and (1) of this clause) who, by reason 
of the nature of his duties in connection with the performance of 
this contract, would reasonably be expected to make inventions, 


(111) The terms "subcontract" and subcontractor" mean any 
subcontract or subcontractor of the Contractor, anc any lower-tier 
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subcontract or subeontractor under this contract. 


{>)(1) The Contractor agrees to and does hereby grant to the 
Government an irrevocable, nonexclusive, nontransferab @, and royalty- 
free license to practice, and cause to be practioed by or for the Units 
States Government throughout the world, each Subjeot Invention in the 
manufacture, use and disposition according to law, of any article or 
material, and in the use of any method. No license granted herein shal 
convey any right te the Government to manufacture, have manuf aotured, 
or use any Subjeet Invention for the purpose of providing services or 
supplies to the general public in competition with the Contractor or 
the Contractor's commercial lisensees in the licensed fields. 


(2) With reaspeet to: 


(1) any Subject Invention made by other than Technical 
Personnel: 


(11) any Sudjeet Invention conceived prior to, but first 
actually reduced to praotiee in the course of, and of the experimental, 
developmental, or research work specified in fa)(4) above} and 


(141) the practice of any Subject Invention in foreign 
countries, the obligation of the Contrastor to grant a license as 
provided in (b)(1) above, to convey title as provided in (d)(£4)(B) 
or (d)(iv) below, and to sonvey foreign rights as provided in (e) 
below, shall be limited to the extent of the Contractor's right to 
grant the same without incurring any obligation to pay royalties or 
other sompensation to others uolely on ascount of said grant. 

Nothing contained in this Patent Rights clause shall be deemed to 
grant any license under any invention other than a Subject Invention, 


(0) The Contractor shall furnish to the Contracting Offioer the 
follow information and reports eonoerning Subject Invention which 
reasonably appears to be patentable: 


(1) a written disclosure promptly after conseption or 
first actual reduction to praetiee of each such Invention together 
with a written statement apecifying whether or not a United States 
patent application claiming the Invention has been or will be filed 
by or on dehalf of the Contractor; 


(124) interim reports, at least every twelve months 
commencing with the date of this contract, each listing all such 
Inventions conceived or first actually reduced to practice more 
than three months prior to the date of the report, end not listed 
on a prior interim report, or certifying that there are no sush 
unreported Inventions; and 
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(411) prior to final settlement of this contract, a final 
report listing all such Inventions including all those previously 
listed in interim reports. 


(d) In connection with each Subjeet Invention referred to in 
(o)(1) above, the Contractor shall do the following: 


(1) 4f the Contractor specifies that a United States 
patent application olaiming such Invention will be filed, the Con- 
tractor shall file or cause to be filed such application in due 
form and time; however, if the Contractor, after having specified 
that such an application would be filed, decides not to file or 
cause to be filed said application, the Contractor shall so notify 
the Contracting Officer at the earliest practicable date and in 
any event not later than eight months after first publication, 
publio use or sale. 


(414) 4f the Contractor specifies that a United States 
patent application claiming sueh Invention hag not been filed and 
will not be filed (or having specified that such an application 
will be filed thereafter notifies the Contracting Officer to the 
contrary), the Contractor shall: 


(A) inform the Contracting Officer in writing at the 
earliest practicable date of any publication of such Invention 
made by or kmown to the Contractor or, where applicable, of any 
contemplated publication by the Contractor, stating the date and 
identity of such publication or contemplated publication; and 


{B} convey to the Government the Contractor's entire 
right, title, and interest in sueh Invention by delivering to the 
Contrasting Officer upon written request such duly executed instru- 
ments (prepared by the Government) of assignment and application, 
and such other papers ag are deemed necessary to vest in the 
Government the Contractor's right, title and interest eforssaid, 
and the right to apply for and prosesute patent applicationg cover- 
ing such Invention throughout the world, subject, however, to the 
right of the Contraotor specified in (e) below to file foreign 
epplicationa, anc subject further to the resorvation of a i1¢7- 
exclusive and royalty-free license to the Contractor (and to its 
existing and future associated and affiliated companies, if any, 
within the oorporate struoture of which the Contractor {a a part} 
which license shall be assignable to the successor of that part 
of the Contractor's busineas ts whioh such Invention pertains} 
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(441) the Contractor shall furnish promptly to the 
Contracting Officer on request an irrevocable power of attorney 
to inspeot and make copies of each United States patent applice- 
tion filled by or on behalf of the Contractor covering any auch 
Invention} 


(iv) in the event the Contractor, or those other than 
the Government deriving rights from the Contractor, elests not 
to continue prosecution of any such United States patent appli- 
gation filed by or on behalf of the Contractor, the Contractor 
shall so notify the Contracting Officer not less than sixty days 
before the expiration of the response period and, upon written 
request, deliver to the Contrasting Offloer such duly executed 
instruments (prepared by the Government) as are deemed necessary 
to veat in the Government the Contractor's entire right, title, 
and interest in such Invention and the application, subdject to 
the reservation as specified in (d)(1i) above; and 


(v) the Contractor shall deliver to the Contracting 
Officer duly executed inatruments fully confirmatory of any license 
rights herein agreed to be granted to the Government. 


(eo) The Contractor, or those other than the Government 
deriving rights from the Contractor, shall have the exclusive 
rights to file applications on Sub jJeot Inventions in each foreign 
eountry within: 


(1) nine months from the date » aorresponding United 
States application isa filed; 


(11) aix months from the date peiiniagion is granted to 
file foreign applications where such filing had been prohibited 
for security reasons; or 


(141) such longer period as may be approved by the 
Contracting Officer. The Gontractor snall, upon written request 
of the Contracting Officer, convey to the Government the Contrac- 
tor's entire right, title, and interest in seach Sub jest Invention 
in each foreign country in which an application has not been filed 
within the time above specified, subject to the resarvation of a 
noneexclusive and royalty-free licenses to the Contractor together 
with the right of the Contractor to grant sublicenses, which 
license and ri,-ht shall be assignable to the successor of that 
part of the Contractor'a business to which the Subject Invention 
pertains. 


2 ae 
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(tf) If the Contractor falls to deliver to the Contrasting 
Officer the interim reports ‘required by (c)}(11) above, or fails 
to furnish the written disclosures for all Subject Inventions 
required by (¢)(1) above shown to be due in accordance with any 
interim report delivered under (o)(ii) or otherwise kmown to be 
unreported, there shall be withheld from payment until the Con- 
iP tor shall have sorrected auch failures either ten per cent 

Of) bf the amount of this contract, as from time to tine 
» or five thousand dollars 482 600), whichever is less. 

r payment of eighty per cent,( Of} of the muount of this 
contrast, as from time to time ndeds ent shall be withheld 
until a reserve of either ten per cent ( ob} os auch amount, or 
five thousand dollars ($5,000), whishever is less, shall have been 
set aside, sueh reserve or belance thereof to be retained until 
the Contraetor shall have ftirnished to the Contracting Officer: 


(1) the final report required by (0)(1411) above; 


(42) written diselosures for all Subject Inventions 
required by (¢)(41) above whieh are shown to be due in accordance 
with interim reports delivered under (6)(141) abeve or in accord- 
ance with sush final reports or are otherwise known to be un- 
reportedsy and 


(14%) the information as to any subcontractor required 
by (h) below. The maximm amount which may be withheld under this 
peregraph (f) shall not exceed ten per cent (10%) of the amount of 
this contract or five thousand dollars ($5,000), whichever is less, 
and no amount shall be withheld under this paragraph (f) when the 
amount specified by this paragraph (f) 1s being withheld under 
other provisions of this contract. The wit. ding cof any amount 
or subsequent payment thereof to the Contractor shall not be con~- 
atrued as a waiver of any rights accruing to the Government under 
this contract. This peragraph (f) shall not be construed as re- 
quiring the Contractor to withhold any emountes from a subsontrastor 
to enforee compliance with patent provisions of a subsontract. 


(g) The Contrastor shell exert all reasonable effort in 
negotiating for the incluston of this Patent Rights clause in any 
subcontract hereunder of three thousand dollars ($3,000) or more 
having experimental, developmental, or research work as one of its 
purposes. In the event of refugzal by a subcontractor to aceept the 
Patent Rights clause, the Contractor shall not proceed with the sub- 
contract without written authorization of the Contracting Officer, 
and upon obteining such authorization, shali cooperate with the 
Government in the negotiation with such subcontractor of an sccepte- 
able patent rights clause; provided, however, that the Contractor 
shall in any event require the subcontractor to grant to the Govern- 
ment patent rights under Subject Inventions of no lesa scope and 


et ae 
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on no less favorable terms than those which the Contrastor 

has under such subcontracts, except that in no event shall the 
subcontractor be required to grant to the Government patent rights 
in exaess of those herein agreed to be granted to the Government 
by the Contrastor, ; 


(h) The Gontractor shall, at the earliest practicable date, 
notify the Contraeting Officer in ae of any subcontract con- 
taining a patent rights clause, furnish the Contracting Officer a 
copy Of such clause, and notify the Contrasting Officer when such 
subcontrast 1s completed. It is understood that with respect toe 
such subcontract clause, the Government is a third party beneficiary, 
and the Gontrastor hereby assigns to the Government all the rights 
that the Contractor would have to enforee the subcontractor's obli- 

ations for the benefit of the Government with respeet to Subgect 
nventions. The Contraetor shall not be obligated to enforee the 
agreements of any subcontractor hereunder relating te Sub ject 
Inventions. 


(1) When the Contraster shows that it has been delayed in 
the performance of this contract by reason of its inability to obtain 
in aseordanee with (g) abeve a suitable patent rights clause from a 
qualified subcontractor for any item or serviees required under this 
contract for whieh the Contraetor itself dees not have available 
facilities or qualified personnel, the Contractor's delivery dates 
shall be extended for a period of time equal to the duration ef such 
delay; and, upon request of the Contrastor, the Contracting Officer 
shell determine to what extent, if any, an additional extension of 
the delivery dates and an increase in eontract prices based upon 
additional cost incurred by such delay are proper under the 
ciroumstances; and the contract shall be modified ascordingly. If 
the Contractor, after exerti all reasonable effort, is unable te 
obtain a qualified subeontrastor as set forth above, the Contractor 
may submit to the Contrasting Officer a written request for waiver 
or modification of the requirement that a suitable patent rights 
Clause be included in the subcontract, 

Suoh request shall specifically state that the Contractor has 
uged all reasonable effort to obtain sush qualified suboontrastor, 
and shall cite the waiver or termination provision hereinafter set 
forth. If, within thirty-five (35) days after the date of receipt 
of such request for a waiver or modification of said requirement, 
the Oentracting Officer shall fail to deny in writing such request, 
the requirement shall be desmed to have been waived by the Govern- 
ment. If within such period the Contractor shall receive a written 
denial of such request by the Contracting Officer, this contrast 
shall thereupon automatically terminate and the rights and ebliga- 
tions of the parties shall be governed by the provisions of the 
clause of this contract providing for termination for the oonventence 
of the Government. 
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INSURANCE*LIABILITY TO THIRD PERSONS (ASPR 7-203.e2 AFPI 7-03.22) 


(a) The Contractor shall procure and thereafter maintain workmen's 
compensation, employer's liability, comprehensive general liability 
(nodily ingury) and comprehensive automobile liability (bodily injury 
and property damage) insurance, with respect to performance under this 
contract, and such other insurance as the Contracting Officer may 
from time to time require with respect to performance under thia 
contract} provided, that the Contrastor in fulfillment of its 
obligation to procure workmen's compensation insurance may, with the 
approval of the Contracting Officer and pursuant to statutory authority, 
maintain a self-insurance program. All insvrance required pursuant 
to the previsions of this paragraph shall be in such form, in such 
amounts, and for such periods of time as the Contracting Officer may 
from time to time require or approve, and with insurers approved i 
the Contracting Officer, When an overhead rate is approved which in- 
cludes charges for bonds, insurance pensions or retirement plans, such 
rate constitutes approval within the meaning of this clause. 


(>) The Contractor pyre to the extent and in the manner re- 
quired by the Contracting Officer, to submit for the approval of Con= 
beens | Officer any other insurance maintained by the Contractor in 
connection with the performance of this contract and for whieh the 
Contractor seeks reimbursement hereunder. 


(co) The Contractor shell be reimbursed: (1) for the portion 
allocable to this contrast of the reasonable cost of insurance as 
required or approved pursuant to the provisions of this clause, and 

41) for liabilities to third persons for loss or for damage to property 
other than property (4) owned, oceupled or used by the Contractor or 
rented to the Contractor or (B) in the care, custody, or control of the 
Contraetor), or for death or bodily injury, not compensated by insur- 
ance or otherwise, arising out of the performance of this contract, 
whether or not eaused by the negligence of the Contractor, its agents, 
servants or employees, provided suoh liabilities are represented by 
final judgments or by settlements approved in writing br the Government, 
and expenses ineidental to such liabilities, except liabilities (I) 
for which the Contractor is otherwise responsible under the express 
terma of the clause or clauses, if any, specified in the Sehddule, or. 
(II) with respect to which the Contractor has failed to insure as require 
or maintain ineuranoe as approved by Contracting Officer or (III) which 
results from willful misconduet or lack of good faith on the part of any 
of its manegers, superintendents, or other equivalent repressntctives, 
who have supervision or direction of (1) all or substantially all of 

the Contractor's business, or (2) all or substantially all of the Con- 
tractor's operations at any one plant or separate location in which 

this contract is being performed, or (3) a separate and complete major 
industrial operation in connestion with the performance of this scon- 
tract, The foregoing shall not restrict the right of the, Contractor 

to be reimbursed for the cost of insurance maintained by the Contractor 
in connection with the performance of this contract, other than ine 
surance required to be submitted for approval or required to be procured 
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and maintained pursuant to the provisions of this clause, provided 
such cost would constitute Allowable Costs under the cleuse of this 
contract entitled "Allowable Cost and Payment". 


(4) The Contractor shall give the Govermment or its representa- 

tives immediate notice of any suit or action filed, or prompt notice 
of any claim made, against the Contractor arising out of the perform- 
ange of this contract, the cost and expense of whioh may be reimbursa- 
ble to the Contractor under the provisions of this contract, and the 
risk of which is then uninsured or in whioh the amount claimed exceeds 

the amount of coverage. The Contractor shall furnish immediately to 
the Government copies of all pertinent papers reoeived by the Contractor. 
If the amaunt of the liability claimed exceeds the amount of coverage, 
the Contractor shall authorise representatives of the Government to 
eollaborate with eounsel for the insurance carrier, if any, in settling 
or defending sueh claim. If the liability is not insured or sovered 
by bend, the Contractor shall, if required by the Government, authorise 
representatives of the Government to settle or defend any such claim and 
to represent the Contrector in or take charge of any litigation in con- 
nection therewith; provided, however, that the Contractor may, at its 
own expense, be associated with the representatives of the Goverment in 
the settiement or defense of any such claim or litigation. 


AUTHORIZATION AND CONSENT  (ASPR 9102.2 AFPI 7-4.03-23) 
The Government hereby gives its authorisation and eonsent for 
all uge and manufacture of any patented invention of the performance 


of this contrast or wie part hereof or any amendment hereto or any 
subcontract hereunder (including any lower-tier subcontract). 
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PILING OF PATENT APPLICATIONS (ASPR 9-104 API 7-l.04.3) 


(a) Before filing or causing to be filed a patent appli- g 
cation disclosing eny subject matter of this contract, which 
subject matter is classified "Secret" or higher, the Contractor 
shall, citing the thirty (30) day provision below, tranemit the 
proposed application to the Contracting Officer for determina- 
tion whether, for reasons of national security, such applicas 
tion should be placed under an order of secrecy or sealed in 
accordance with the provisions of 35 U. S. Code 181-186 or the 
issuance of a patent should be otherwise delayed under perti- 
nent statutes or regulations; and the Contractor shall observe 
any instructions of the Contracting Officer with respect to 
the manner of delivery of the patent application to the U. 5S. 
Patent Office for filing, but the Contractor shall not be denied 
the right to file sueh patent application. If the Contracting 
Officer shall not have given any such inatruotions within thirty 
(30) days from the date of mailing or other transmittal of the 
proposed application, the Contractor may file the application, 


(>) The Contractor snall furnish to the Contracting 
Officer, at the time of or prior to the time when the Contrastor 
files er causes to be filed a patent application Serna ta raat 
sub ject matter of this contract, which subject matter is ¢lassi-~ 
fied “Confidential”, a copy of such application for determination 
whether, for reasons of national security, such application 
should be placed under an order of seorecy or the iasuance of a 
patent should be otherwise delayed under pertinent statutes or 
regulation. 


{o) In filing my patent application coming within the 
scope of this clause, the Contractor shall observe all appli- 


cable security regulations covering the transmission of classi~ 
fied subjeet matter. 


REPORPING OF ROYALTIES (ASPR 9-103 AFPI 7-10.44) 


The provisions of this clause shell be applicable only 
if the amount of the contract is in excess of $50,000. 


(a) The Contractor shall report in writing (in quadru- 
plicate) to the Contracting Officer as g004 as practicable 
after execution of this contract whether or not any royaltles 


- 18 « 
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in excess of $250 have been paid or are to be paid by the 
Contractor direetly to any person or firm in connestion 
with the performance of thia contract. If reyalties in 
excess of $250 have been paid or are to be paid to any 
person or firm, the report shall include the hired 

items of information with respect to such royalties (incolud- 
ing the initial $250): 


(1) The name and address of each licensor to 
whom royalties in excess of $250 have been paid or are 
to be paid, 


(2) The patent numbers, patent application 
serial numbers (with filing dates), or other identifice- 
tion ef the basiea for such reyalties, 


@} Te manner of computing the royalties son- 
sisting of (1) a brief identification of eash ro uy beet oe 
unit or process, (14) the total amount of royalties, and (111) 
the percentage rate or dollars and sents amount of royalties 
on each such unit or precess, provided that if the royalties 
cannot be computed in terms of units or dollars and cents 
value, then other data showing the manner in which the Con-= 
traster computes the royalties. 


(vb) In lieu of furnishing a report under paragraph (a), 
the Contractor may furnish a single, consolidated report for 
each acceunting period of the Contractor during which the 
Contractor has oontracts with the Sovernment, provided the 
Contractor has requested and obtained the prior written 
approval of the Contracting Officer. Such consolidated re- 
ports shall be furnished, when the furnishing thereof has 
been approved, in the number of copies as approved, as soon 
as practicable after the close of the accounting period 
covered by the report. Such consolidated report shall be 
made in accordance with Contractor's established accounting 
practice and shall include, for the accounting period, the 
total amount of royalties accruing to each licenaor at a 
rate in excess of $1,000 per annum on the Contractor's over- 
all business, together with (1) tne name and address of each 
such licensor, (iti) the patent numbers, patent application 
serial numbers (with filing dates), or other identification 
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of the basis for such royalties, (414) a brief deseription 
of the subject matter of the license under which royalties 
are charged, (iv) the percentage rate or unit amount, or if 
the ro ties do not asorue by rate or unit amount, suoh 
other data showing the manner by whioh the royalties acerue 
to licensor, and (v) an estimate or approximation (without 
detailed accounting) of the portion of such royalties that 
may be attributable to Government contracts. The Contractor 
shall, if requested by the Government, furnish at Governnent 
expense a more detailed alloeation of such royalty payments 
attributeble to Government contracts. 


(oc) In the event that the Contractor requests written 
approval to furnish consolidated reports under paragraph (bd) 
above, the Contracting Officer shall promptly consider the 
request and furnish to the Contractor a letter stating whether 
or not the request is approved and, notwithstanding any such 
appreval, the Contracting Officer shall have the right to 
question any such subsequently furnished repert es to accuracy 
or completeness of deta and eo ask for additional information. 
Tre Contractor shall furnish a copy of such letter of approval 
te the Contracting Officer administering this contract. 


(4) After payment of eighty per cent BOS) 
of this contrast, as from time to time 


paki, be withheld until e re ef either (1) ten per cent 
(108) ef such amount or (1 00, whichever is less, shall 
nays been set aside, susn/ re by the balance thereof to be. 
retained until the Centr ato “all have furnished to the Gon- 


traeting Officer the report called for by paragraph (a) hereef 
of the sopy of the letter approving the Contractor's request 


specified in this paragraph (4) if the Contrasting Officer shell 
find that the Contractor has not been furnished a letter as re~ 
quired by perege sy (eo) within a reasonable time after making 
written reques 

the provisions of pesagraph (db) of this clause; and provided 
further that the Contracting Officer may, in his diseretion, order 
payment to be withheld in the esmount and manner above provided 

if the report called for by paragraph (a) is unsatisfactory or 

the report called for by paragraph (b) is due but has not been 
reeeived, or if received, is found to be unsatisfactory. No amoun 
shall be withheld under this paragraph when the minimum amount 
specified by this paragraph is bel withheld under other provi- 
sions of this contract. The withholding of any amount or subseque 
payment thereof to the Contractor shall not be sonstrued as a wait 
of any right acoruing to the Government under this contract. 
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RIGHTS IM DATA-UNLIMITED (ASPR 9203.1 APPI 7=404.5) 


(a) The term "Subjeot Data" as used herein tnoludes writings, 
sound recordings, piotorial reproductions, drawings or other graphical 
representations, and works of any similar nature (whether or not sopy- 
righted) which are speoifled to be delivered under this contract, The 
term does not inelude financlel reports, cost analyses and other 
information incidental to sontract administration. 


(bo) Subject to the proviso of (a) below, the Government may 
duplicate, use, and disclose in any manner and for any purpose what- 
scever, and have others so do all Subject Data delivered under this 
contract, provided also that the Contrastor may obtain a copyright 
om material produced by 1t or ite personnel working under this son-= 
tract. 


(o)} The Contractor agrees to and does hereby grant to the 
Government, and to its offieers, agents, end employees acting within 
the acope of their offielal duties, a royalty-free, non-exclusive and 
irrevoeable license throughtut the world, te publish, translate, re- 
produce, Heliver, perform, dispose of and to authorize others so to 
do, all Subject Data now or hereafter covered by sepyright; PROVIDED 
that with respest to such Subject Data not originated in the performance 
of this contraet but whieh is inoorporated in the work furnished under 
thia contrast but whieh is incorporated in the work furnished under 
this contrast such license shall be only to the extent that the Cen- 
tractor, its employees, or any individual or goncern specifically 
employed or assigned by the Contractor to originate and prepare such 
Data under this sontraet, now has, or prior to completion or final 
settlement of this eentract may acquire the right to grant such li- 
eense without becoming liable to pay oompensation to others solely 
beeause of such grant, 


(d) The Contractor shall exert all reasonable effort to advise 
the Contrasting Officer, at the time of delivery of the Subjeot Data 
furnished under this sontraot, of all invasions of the right of 
privaay contained therein and of al1 portions of such Data copied from 
work not composed or produced in the performance of this contract and 
not lisensed under this clause. 


(e) The Contractor shall report to the Contracting Officer, 
promptly and in reasonable written @etail, each notice or slaim ef 
copyright infringement received by the Contractor with reaspest to all 
Subject Data delivered under this contract, 


(f) Wothing contained in this clause shall imply a license to 
the Government unmier any patent or be sonsatrued as affecting the scope 
of any lifocense or other right otherwise granted to the Government under 


any patent. 


(g) The Contractor shall not affix any restrictive markings upon 
any Subject Data, and if auch markings are affixed, the Government shall 
have the right at any time to modify, remove, obliterate or ignore any 


eugh marking. 


~ land we 
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WALSH=HEALEY PUBLIC CONTRACTS ACT (ASPR 12-60, AFPI 7404.8) 


If this contract is for the maunfaoture or furnishing of materials, 
supplies, articles or equipment in an amount whichexceeds or may ex- 
ceed $10,000 and is otherwise subject to the Walkh-Healy Public Con- 
tracts Acta as amended (1 U.S. Code 35-45), there are hereby inoerpora- 
ted by reference all representations and stipulations required by said 
Act and regulations issued thereunder by the Secretary of Lebor, such 
representations and stipulaticns being subject to all applicable rulings 
and interpretations of the Secretary of Lebor which are now or may here- 
after be in effect. 

GRATUITIES (ASPR 74204.16 AFPI 7-40h.9) 

(a) The Goverment may, by written notice to the Contractor, 
terminate the right of the Contractor to proceed under this contract 
if it 1s found, after notice and hearing, by the Secretary or his 
duly authorised representative, that gratuities (in the form of 
entertainment, gifts, or otherwise) were offered or given by the 
Contractor, or any agent or representative of the Contractor, te any 
officer or employee of the Government with a view toward securing a 
contract or securing {favorable treatment with reapesct to the awarding 
or amending, or the ing of any determinations with respect to the 
performing of such contracts provided, that the existence of the facta 
upon which the Seoretary or his duly authorised representative makes 
such findings shall be in issue and may be reviewed in amy competent 


court. 


(bv) In the event this contract is terminated as provided in 
paragraph (a) hereof, the Goverment shall be entitled {1) to pursue 
the same remedies against the Contractor as it sould pursue in the 
event of a breach of the contract by the Contractor, end (14) as a 
penalty in addition te any other damages to whieh it may be entitled 
vy law, to exemplary aeseges in an amount (ag determined by the Sec- 
peteary or his duly authorised representative) which shall be oot less 
than three nor more than ten tiwes the costs {nourred by the Contractor 
in providing any sush gratuities to any such officer or employee. 


(o) The rights and remedies of the Government provided in this 
olause shall not be exclusive and are in addition to any other rights 
and remedies provided by lew or under this contract. 


FLIGHT RISK (ASPR 7-10y.1 AFPI 7.04.10) 


(a) As used in this clause the term "Operation" insludes tests 
of alroraft, tests of equipment and accessories installed therein, 
and the operation of any power plant installed therein, whether or 
not the aircraft is in motion during the making of any such test or 
operation of any such power plant, 


(bv) Sotwithatanding the provisions of paragraph (tf) of the 
clause of this contract captioned “Government Property," the Con- 
tractor shall be liable for loss and destr&ction of and ¢amage to 


Pe ae 
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aireoraft (ineluding equipment and accessories installed therein), 


to which the Government has title pursuant to the provisions 

of this contract or otherwise ocourring in the course of opera- 
tions of euch aircraft conducted by the Gontractor in the 
performance of this contract unless personnel flying planes 

in such operations are furnished by the Government or are 
appreved in writing by the Air Material Area Commander having 
administrative responsibility fer this contract, or his repre- 
sentative to whom such authority has been delegated. The pro- 
visions of this clause shall supersede any provisions of appli- 
gable Air Foroe specifications insofar as sueh specifications 
relate to Contractor's liability in connection with such 


operations. 


(e) If prier to final aseeptance by the Gevernment, any 
aircraft, as referred to in paragraph 0}, are lost, destroyed, 
or damaged during sush operation, and if the risk of such loss, 
damage, or destrustion is berne by the Government under para¢ 
rer? tr) of the clause hereof entitled "Gevernment Property," 
he Gevernment may terainate this contrast with respest to sush 
airoraft, or in sase such aireraft is damaged, the Government 
may require the Ocatractor to reatore such airereft te the 
eondition in which it was imeediately prior te such are iy 
If the Government terminates this contract with resapest 
guch aireraft, the Centraotor ahall deliver to the Government 
at the plase at or from whieh such operatien is eonducted 
all er sueh parts of such alreraft as the Contracting Officer 
may @eaignate. If the Government requires the aireraft to be 
restored as aforesaid, an equitable adjustment shall be made 
in the estimated cost and fixed-fee, 4f any, and in the tine 
required for its performance, and the contract shall be modi- 


fied in writing accordingly. 


(4) any dispute that may arise under the provisions of 
this elause shall be determined as provided in the clause 
hereof entitled "Disputes." ; 


INSPRCTION 


Services, material and workmanship furnished hereunder 
are subject te inspection and test by the Government. The 
Contras will permit Government personnel free access to 
its property to make suoh inspection and test and will furnish 
the supplies, facilities and services needed for this purpose. 
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ALLOWABLE COST AND PAYMENT 


(a) Por the performanse of this contract, the Government shall 

ay to the Contractor the cost thereof determined by the Consvact in 
fficer to be allowable in accordance with Part 3 of Seation XV of 
Armed Services Procurement Regulation as in effect on the date of this 
contract and the schedule (hereinafter referred to as “Allo«r>le Cost"). 
It being undergtood and agreed, without limiting the generalit7; of the 
foregoing, the following shall be considered as allowable items of cost 
hereunder when incurred or paid by the Contractor and when necessary end 
required and used for the performance of the work hereunder: 


(1) Salaries and Wages. Expenditures by the Contractor for 
the salaries and wages of its personnel and borrowed personnel directly a 
engaged in the performance of work hereunder and properly allocable 
thereto including salaries and wages for vacation and sick leave pay 
of its persomnel pursuant to the established practice of the Contractor, 
plus Federal and State social security taxes paid by the Contractor 
and properly allocable to such salaries and wages! PROVIDED, HOWEVER, 
That the premium portion of overtime wage payments shall be an allowable 
item of cost hereunder only if and to the extent that the overtime work 
for which such payments are made shall have been expressly authorised 
in writing by the contracting officer. 


(2) Meterials and Services, Expenditures by the Contractor i 
for such materials, supplies, apparatus, tooling, equipment, technical 
peoks and manuals, and other articles (including processing and teating 
thereof by others and rental of apparatus and equipment from others) 
properly allocable to performanse of the work hereunder and for the 
services of others not reimbursed under subparagreph (1), as are neces- 
sery for performance of its undertakings hereunder. 


ein (POR RARER SSB SES EP its 


oe 


(3) Communication and Shipping. Expenditures by the Contractor 
necessary for performance of its undertakings hereunder for lon; -distans 
telephone calla, telegrams, cablegrams, radiograms, postage, freight, i 
express, and drayage. = 


<7 
= 


ea 


(h) Travel. Expenditures by the Co:.tractor for transportation 7 
of the persons directly engaged in the performance of the work hereunder, 
of potential personnel hie to and from Cambridge for interviews, of ; 


a new employes and his family brought to Cambridge, of an euployee hired ; 


- 2h - i 
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on a temporary basis returned to a place not more distant than that from 
whioh he entered the employment of the Contraotor, and for moving costs of 

a new employee and his family to Cambridge, and in the case of an employee 
hired on a temporary basis to a place not more distant than that from which 
he entered the Contractor's employment; plus, as provided in the Schedule, 
either reasonable actual subsistence expenses or per diem: Provided, that 
the expenses for transportation hereunder by motor vehicle, other toan sommon 
carrier or rented automobile shall be reimbursed on the actual cost basia, 
or, at the Contractor's option, on a mileage basis at a rute not exceeding 
eight (8) centa per mile per vehiole, in lieu of the actual expenses of such 
transportation. Provided also that sutsistence or per diem shall be pro- 
vided a new employee and each member of his family only if such employee 
comes from outside the Boston area and only up to a meximum of 30 days for 
as many days as he actually has not obtained a permanent residence, and 
provided further that minors shall be allowed only half of the per diem rate 
allowed adult members of the family. In the event that the Contractor sets 
up aitesa outside Cambridge, employees required to move to suecn sites for a 
period of over six months shall be treated as new employees within the mean- 
ing of this clause. 


(5) Subcontracts. Expenditures by the Contractor representing 
payment to subcontractors performing any contract work hereunder. 


(6) Government-Owned or Rented Equipment. Expenditures by the 
contrastor hereunder for protection and maintenance of Government-owned 
or of rented equipment. 


(7) Rearrangement or Relocation. Notwithstanding paragraph (m) 
of the clause hereof entitled "Government Property," expenditures by the 
contractor for rearrangerent or relocation of facilities or plant sites 
or for restoring such facilities or plant sites to substantially the 
game condition as prior to such rearrangement or relocation: PROVIDED, 
HOWEVER, That in the event the contractor elects to retain the benefit 
of such rearrangement or relocation, the contraotor shall return to or 
eredit the Government with the portion of the reimbursement by the Govern- 
ment for its expenditure therefor determined by necotiation between the 
contractor and the contracting officer to be fair and propere 


(8) Overhead. Such amounts representing Contractor's overhead 
costs determhned in accordance with the clause of the contract entitled 
"Ne. otiated Overhead Rates". 


(b) Contrnetor shall exercise due diligence to secure materials 
and services at the most advantaceous prices available, having due regard 
to quality. 

{c) Onee eact: mont! (or et more frequent intervals, if approved 
by the Contracting Officer) the Contractor may submit to an authorized 


representative of the Contracting Officer, in such form and reesonable 
detail as such representative may require, an invoice or publie voucher 
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supported by a statement of cost inourred by Contractor in the re 
formance of this contract and claimed to constitute "Allowable Cost”, 

Each statement of cost shall be certified by an officer or other respons- 
ible official of the Contractor authorised by it to certify such statements. 


(a) As promptly as may be practicable after receipt of each invoice 
or voucher and statement of cost, the Government shall, except as hereinafter 
provided and subject to the provisions of paragraph (eo) below, make payment 
thereon as approved by the Contracting Officer. Atter payment of eignix (80) 
: sent of the total estimated cost of performance 6 {s contract, es from 
t o me amended uz er pea ymez OY: fo O UG s : e}"s Vepg. oy. s¥ 8 De 
withheld until a reserve of either one per cent o #1 Ova = 
or (141) $10,000, whichever amount {fs less, shall have Deen se! 


Co actor a ovided in paragraph (f 
fhe Government's obligation to pay promptly isa limited only by the 
foregoing reserve and if an audit is desired oe the Government in asocerdanse 
with paragraph (e) hereof, the Government shall pay promptly on a provisional 
basis. 


(e) At any time or times prior to final payment under this contract, 
the Contracting Officer may cause to be made such audit of the inveice or 
youchers and statements of cost as shall be deemed necessery. Bach pay~ 
ment theretofore made shall be aubjeat to reduction to the extent of amounts 
dneluded in the related invoiee or vousher and statement of cost whieh are 
found by the Contrasting Officer on the basis of such unite not to constitute 
"allowable Cost™ and shall also be subjest to reduction for overpayments or 
te inerease for unéerpayments on preceding invoices or vouchers. On receipt 
ef the vousher or invoice designated by the Contractor as the "completion 
vyeucher" or “completion involoe" and statement of cost, which shall be sub- 
mitted by the Contractor as promptly as may be practicable following com 
pletion of the work under this contract but in no event later than one (1) 
year (or such longer period as the Contrasting Officer may, in his disere- 
tion, approve in writing) from the date of such completion, and foll 
compliance by the Contractor with all provisions of this contract (inelud- 
ing, without limitation, provisions relating to patents and the provisions 
of pers. (f) and (g) of this clause), the Government shall as promptly as 
may be practicable pay any balance of “Allowable Coat", 


(¢) The Contractor shall execute and deliver at the time of and as 
a condition precedent to final payment under this contract, a release 
venti | aah the Government, its officers, agents, and employees of and 
from Liebilities, obligations, and claima arising out of or under this 
contract, subject only to the following exceptions: 


(1) Specified claims in stated amounts or in estimated amounts 
where the amounts are not susceptible of exact atatement by the Contractor. 


(2) Olaims, together with reasonable expenses incidental thereto, 
pesed upon the liabilities of the Contractor to third parties arising out of 
the performance of the contract, which are not known to the Contractor on 
the date of the execution of the release, and of which the Contractor 
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gives notice in writing to the Contracting Officer not more than six (6) 
years efter the date of the release or the date of any notice to the 
Centractor that the Government is prepared to make final payment whieh- 
ever is earlier, 

(3) Claims for reimbursement of costs inoluding reasonable 
expenses incidental thereto, incurred by the Contraeter under the pre-e 
visiens of the sontract relating to patents, 


(g) The Contractor agrees thet any refunds, rebates, or credits 
({ncluding any intereat thereon) accruing to or reseived by the Contrace- 
tor which arise eut of the performance of this contract and on account 
of whieh the Centractor has received reimbursement shall be paid 
the Contractor to the Government. The Contractor shall execute an 
deliver at the time of and as a condition Stabe to final payment 
under this contract, an assignment to the Government of refunds, rebates, 


or credits (ineluding any interest thereon) arising out of the performanse 


ef this contract, in form and substance satiafactery to the Contrasting 
Officer. Reasonable expenses ineurred by the Contractor for the purpose 
ef securing any sueh refunds, rebates cor aredits shall constitute 
"Allowable Cest" when approved by the Jontresting Officer, 


(h) Any coset ineurred the Centracter under the terms of this 
contract whieh would senstitute " Allewable Cest® under the provisions 
ef this clause shall be included in determining the amount payable under 
thia contrast, notwithstanding any provisions eontained in the specifiea- 
tiens or ether documents ineorporated in this eentract by reference, 
Geaignating serviees te be performed or materials to be furnished by the 
Comnbpacter at its expense or witheut cost to the Government, 


27. ASSIGNMENTS PROHIBITED 


Neither this centract, nor any interest therein, nor any claim 
avising hereunder, shall be transferred or assigned by the Contracter 
te any other person, 


26, ‘TERMINATION POR THE CONVENIENCE OF THE GOVERNMENT 


{a) The performance of work under this contract be terminated, 
in whole or from time to time in part, by the Government whenever for 
any reason the Contracting Offiser shall determine that such termination 
ia in the beset interests of the Government, Termination of work here«- 
under shall be effected by delivery to the Contractor of a Notise of 
Termination specifying the extent to which performance of work under 
the contrast is terminated and the date upon which such termination bee 
coms effective, 


(vo) After receipt of the Notice of Termination the Contracter 


shall cancel its outstanding commitments herewmder covering the 
procurement of materials, supplies, equipment and miscellaneous itens, 
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In addition the Contr: ctor shall exercise all reasonable diligence to 
aceomplish the cancellation or diversion of its outstanding commitments 
covering personal services and extending beyond the date of such 
termination to the extent that they relate to the performance of any 

work terminated by the notice, With respect to such cancelled commitments 
the Contractor agrees to (1) settle all outstanding liabilities and all 
claims arising out of such cancellation of commitments, with the approval 
or ratification of the Contracting Officer, to the extent he may require, 
whieh avproval or ratification shall be final for all purposes of this 
clause, and (11) assign to the Government, in the manner, at the time, 

and to the extent directed by the Contracting Officer, all of the right, 
title and interest of the Contractor under the Orders and Subcontracts 

ao terminated, in which case the Government shall have the right, in its 
discretion, to settle or pay any or all claims arising out of the termina- 
tion of such orders and subcontracts, 


(o) The Contractor shall submit its termination claim to the Cone 
tracting Officer promptly after receipt of a Notice of Termination, but 
in no event later than two yeace from the effective date thereof, unless 
one or more extensions in writing ere granted by the Contracti Officer 
upon written request of the Contractor within such two year period or 
authorised extension thereof, Upon failure of the Contractor to submit 
4ts termination claim within the time allowed, the Contracting Officer 
may determine, on the basis of information available to him, the amount, 
4f any, due to the Contractor by reason of the Termination and shall 
thereupon pay to the Contractor the amount so determined, 


(4) Any determination of costs under paragraph (e) shall be governed 
by the cost principles set forth in paragraph 8-06 of Section VIII of the 
Armed Services Procurement Regulation, as in effeet on the date of this 
contreet, 


(e) Subject to the provisions of paragraph (c) above, the Contrac- 
tor and the Contracting Officer may agree upon the whole or any part of 
the amount or amounts to be paid to the Contractor by reason of the 
termination under this clause, which amount or amounts may include any 
reasonable cancellation charges thereby incurred by the Contractor and 
any reasonable loss uron outstanding commitments for personal serviees 
whieh it is unable to cancelj PROVIDED, however, that in oonnection with 
any outstanding commitments for personal services which the Contractor 
{is unable to cancel, the Contractor shail have exercised reasonable 
diligence to divert such commitments to its other activities and operation: 
Any such agreement shall be embodied in an amendment to this contract and 
the Contractor shall be paid the agreed amount, 


(f) The Sovernment stall from time to time, nder such terms and 
conditions es it may prescribe, make partial payments up to within 
ninety (90%) percent of the estimated cost against costs incurred by 
the Contractor in connection with the terminated portion of this sontract 
whenever, in the opinion of the Contracting Officer, the agcrrecate of 
such payments ia within the amount to which the Contractor will be ene 
titled hereunder, If the total of sch payments fie tn exoass of the 
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emount finally agreed or determined to be due under this Clause, such 
excess shall be payable by the Contractor to the Government upon demand, 
provided that if sueh excess is not a0 paid upon demand, interest there- 
on shall be payable by the Contractor to the Government at the rate of 
% per ennun, beginning 30 days from the date of such demand, 


em a ind 


(g) The Contractor agrees to transfer title and deliver to the 

Government, in the manner, at the time and to the extent, if any, 
dirested by the Contracting Officer, such information and itens which, 
if the contract had been Completed, would have been required to be 
furnished to the Government, including (1) completed or partially 
completed plans, drawings, and information, and (41) matertuls or 
equipment produced or in process or acquired in connection with the 
performance of the work terminated by the notiee, Other than the above 
any termination inventory resulting from the termination of the contrast 
may, with the written approval of the Contracting Officer, be sold or 
acquired by the Contractor under the conditions prescribed by and at a 
price or orices approved by the Contracting Officer, The proseeds of 
any such disposition shall be applied in reduction of any payments to be 
made by the Government to the Contractor under this contreet or shall 
otherwise be credited to the price or cost of work covered by this een- 
tract or paid in such other manner as the Contracting Officer may direet, 
Pending final disposition of property arising from the termination, the 
Contractor agrees to take such action as may be necessary, or as the 
Contracting Officer may direct for the proteetion and preservation of the 
property related to this contract which ia in the possession of the 
Contractor and in which the Government hes or may acquire an interest, 
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(h) Any disputes as to questions of fact which may arise hereunder 
Shall be subject te the "Disputes" clause of this contract, 


29. GOVERNMENT PROPERTY 


(a) The Government ahail deliver to the Contractor, for use in 
connection with and under the terms of this contract, the property deg- 
eribed in this contract, together with such related data and information 
as the Contractor may request and as My Peasonably be required for the 
intemied use of such property (hereinafter referred to as "Governments 
furnished Property"), The delivery or performance dateg for the supnlies 
or services to be furnished by the Contractor uncer this contract are 
based upon the expectation that Government-furni shed Property suitable 
for use will be delivered to the Contractor at the times stated in the 
Schedule of this contract or, if not so atated, in sufficient time to 
enable the Contraater to meet such delivery or performance dates, In 
the event that Government-furni shed Property is not delivered to the 
Contractor by such time or times, the Contracting Officer shall, upon i 
timely written request made by the Contractor, make a determination of Be 
the delay ocoasioned the Contractor and shall equitably adjust the F 
eatimated cost, fixed fee, or delivery or performance dates, or both, fre 
and any other contractual provisions affected by auch delay, In the Er 
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event that the Government-furnished Property is received by the Cone 
trastor in a condition not suitable for the intended use, the Contractor 
shall, upon receipt thereof, notify the Contracting Offieer of such 

fact and, a8 directed by the Contracting Officer, either (1) return suoeh 
property at the Government's expense or otherwise dispose of such 
property, or (1414) effect repairs or modificationa. Upon completion of 
(1) or (14) above, the Contrasting Officer upon timely written request 
of the Contractor shall equitably adjust the estimated cost, or delivery 
or performance dates, or both, and any other contractual provision 


affected by the return, disposition, repair or modification. The foregoing 


provisions for adjustment are exclusive and the Government shall not be 
liable to suit for breach of contract by reason of any delay in delivery 
of Government-furnished Property or delivery of such property in a 
condition not suitable for its intended use, 


(b) The Government may deliver to the Contractor Government-furni shed 


Proverty in addition to thet set forth in the contract, Upon such 
delivery this contract may be amended, if appropriate, to accomplish an 
equitable adjustment in its terms and provisions, 


(oe) Title to all property furnished by the Government shall remain 
in the Government. Title to all property purchased by the Contractor, 
for the cost of whieh the Contractor is to be reimbursed as a direct 
{tem of cost under this contract, shall pass to and veet in the Governe 
ment upon delivery of such property by the vendor. Title to other 
property, the cost of which ie to be reimbursed to the Contractor under 
this contract, shall pass to and vest in the Government upon (1) Lseuance 
for use of such property in the performance of this contract, or (11) 
commencement of precessing or use of such property in the performance of 
this contract, or (111) reimbursement of the cost thereof by the Govern- 
ment, whichever first cecurs, All Government-furnished Property, to- 
gether with all property acquired by the Contractor, title to which vests 
in the Government under this paragraph, are subject to the vrovisions 
of this clause and are hereinafter colleotively m ferred to as *"Govern= 
went Property". 


(4) Title to the Government property shall not be affeoted by the 
incorporation or attachment thereof to any property not owned by the 
Government, nor shall such Government property, or any part thereof, be 
or beeome a fixture or lose its identity as personalty by reason of 
affixation to any realty. 


(e) Tne Government property provided or furnished pursuant to the 
terms of this contract shall, wless otherwise orovided herein and except 
as may be otherwise approved oy the Contracting Officer, be used only for 
the performance of this contract. 


(f) The Contreacter shall maintain and administer in accordance with 
sound business practice a program for the maintenance, repair, protection 
and preservation of Government peoperty so as to assure its full avail- 
ability and usefulness for the performance of this contrast. The Con- 
traetor shall take all reasonable stevos to comply with e:1 aopropriate 
direetions or instructions which the Contracting Officer may prescribe as 
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reasonably necessary for the protection of the Government property, 


(a) The provisions of Part III, Appendix C, Armed Services 
Procurement Regulation, Manual for Control of Government Property in 
Posnession of Non-Profit Research and Development Contractors, as in 
effect on the date of this contract, are herein incorporated by reference 
and made a voart of this contract. The Contractor agrees to comply with 
the provisions thereof relating to the keeping of property control 
reeords, identification and marking, segregation and commingling, taking 
of inventories, and control of salvage and scrap, and the Contraetor alse 
accepts the responsibilities set forth in said Part III with respect to 


Government property, 


(h) The Contractor agrees to mate evallable to authorized represent- 
atives of the Contracting Officer at all veasonable times at the office 
of the Contractor all of its property resords under this contract, and 
access to any premises where any of the Government property is located, 


(2)(1) The Contractor shall not be liable for any loss of or damage 
to the Government property, or for expenses incidental to such loss or 
damage, exeept that the Contractor shall be responsible for any such loss 
or damage (including expenses incidental thereto): 


. (1) which results from willful misconduet or lack of goed faith on 
the part of any of the Contractor's directors or officers, or on the 
part of any of its managers, superintendents, or other equivalent rep- 
resentatives, who has supervision or direotion of all or substantial y 
all of the Contractor's business, or all or substantially all of the 
Contraetor’s operations at any one plant, laboratory, or separate 
location in which this eontract is being performed; 


(11) which results from a fatlure on the part of the Contractor, 
due to the willful misconduet or lack of good faith on the part of any 
of its directors, officers, or other representatives mentioned tn sube 
pereg se) {1) above, (A) to maintain and administer, in accordance with 
sound business practise, the program for maintenance, repair, vorotection 
snd preservation of Government property as required by subparagraph (f) 
above, or (8) to take all reasonable steps to comply with any appropriate 
written directions of the Contracting Officer under subparagraph (ep 
above; 


(144) for which the Contractor is otherwise responsible under the 
express terms of the clause or clauses designeted in the achedules 


(iv) which resulta from pe risk expresaly required to be insured 
under some other provision of this contract, but only to the extent of 
the insurance so required to ove procured and maintained, or te the exe 
tent of insurance actually procured and maintained, whichever is greater} 
or 


(v) which results from a risk which is in fact covered by insurance 


~3le 
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or for which the Contractor is otherwise reimbursed, but only to the exe 
tent of such insurance or reimbursement; provided that, if more than one 
of the above exceptions shall be applicable in any case, the Contractor's 
liability under any one excention shall not be limited by any other 
exseption. 


(2) The Contractor shall not be reimbursed for, and shall not 
include es an item of overhead, the cost of inaurance, or any provision 
for a recerve, covering the riak of loss of or damage to the Government 
property, excent to the extent that the Government may have required 
the Contractor to carry such insurance under any other vrovision of 
this contract, 


(3) Upon the happening of loss or destruction of or damage to the 

Government property, the Contractor shall notify the Contracting Officer 
thereof, and shall communicate with the Loss and Pale pe Organization, 
if any, now or hereafter designated by the Contracting Officer, and with 
the assistance of the Loss and Salvage Organization so desionated (unless 
the Contracting Officer has designated that no such organization be 
employed), shail take sll reasonable steps to vrotect the Government 
property from further damage, separate the damaged and uncamaged Governe- 
ment property, put all the Government property in the best possible order, 
and furnish to the Contracting Officer a statement of i 


(1) The lost, destroyed and damaged Government property, 
(44) The time and origin of the loss, destruction or damage, 


(114) All known interests in commingled property of which the 
Government property is a part, and 


(iv) The insurance, if any, covering any part of or interest in 
such commingled property. 


Thre Contractor shell make repairs and renovations of the damaged 
Government property or take such other action as the Contracting Officer 
directs. 


(4) In the event the Contractor 48 indemnified, reimbursed, or 
otherwise compensated for any loss or desatrmiction of or damage to the 
Government vroperty, it shall use the proceeds ‘o repair, renovate or 
replace the Government property involved or shall credit such proceeds 
against the cost of the work covered by the contract, or shall otherwise 
reimburse the Government, se directed by the Contracting Officer, The 
Contractor shall de nothing to prejudice the Government's right to 
recover against third parties for any such loss, destruction or damage 
and, uvon the request of the Contraating Officer, stall, at the Govern~ 
ment's expense, furnish to the Government all reasonable e:sistance and 
cooperation (including assistance in the prosecution of suit and the 
execution of instruments of aseignrent in favor of the Covernment) in 
obtaining recovery. 


=32= 
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(S) In the event any aircraft are to be furnished under this | 
contract, any loss or destr:otion of, or damage to, such aircraft or | 
other Government property occurring in connection with operations of 
said aircraft will be governed by the clause of this contract captioned 
"Plight Risks “, to the extent such clause is, by its terms, applicable, | 


(j§) The Government property shall remain in the possession of the | 
Contractor for such period of time as is required for the performance 
of this contract unlesa the Contracting Officer determines that the ine 
terests of the Government shall promptly take such action as the Cone i 
tracting Officer may direct with respest to the removal and shipring of 
Government property, In any such instance, the contract may be amended 
te accomplish an equitable adiustment in the terms and provisions, i 


(xk) Upon sompletion or expiraticn of this contract, any Governe- 
ment preperty wnich has not deen consumed in the performance of this 
contract, or which has not been disposed of as hereinafter provided in 
subparagraph (1) of this clause, or for which the Contractor has not 
otherwise been relieved of responsibility, shall be disposed of in the 
same manner, and subject to the same procedures, as is vorovided in 
subparacrapvh (g) ef the clause of this contract entitled "Termination 
for the Cenvenience of the Government" with reavect to termination 
inventory. The proceeds of any such disposition shall be anrplied in 
reduction of any payments to be made by the Government to the Contractor 
under this contrast, or shall otherwise be credited to the cost of the 
work covered by this contract, or shail be paid in such other manner as 
the otinuhteag Officer may direct. Pending final disposition of such 
property, the Contractor agrees to ta're such action as may te necessary, 
or as the Contracting Officer may direct, for the vrotection and preserva- 
tion thereof, 


0 ON TE LS Se cc. Eo Is a: Cs 


“En Teor tes WOTE Sr 


(1) Ifthe Contracting Officer determines that the interests of 
the. Government require removal of any Government property, or if the 
Contractor determines any Government oroperty to be in excess of its 
needs under this contract, auch Government property shall be disposed 
of in the same manner as provided by subparagraph (k) above, In the 
event that the Contracting Officer requires the removal of any Governe 
ment property under this savbvaragraph (1) or subparagraph (k) above, 
the direct cost to the Contractor of such removal and cf any property 
damage occasioned thereby shall constitute an allowable cost hereunder, 


: 
F 


(m) Unless otherwise vrovided herein, the Government shall not 
be under any duty or obligation to restore or rehabilitate, or to pay 
the costs of the restoration or rehabilitation of the Contractor's 
plant or any portion thereof which is affected by the removal of any 

Government property, 


(n) T[irestionsa of the Contractine Cfficer and comm nications of F 
the Contractor Ssa@uied pursuant to this clause shall be n writing. if 
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30, MILITARY SECURITY RECUI REMENTS 


(a) The provisions of this clause shall apply to the extent that this 
contract involves access to information classified under Militery Seeurity 
Requirement (a) The provision of this clause shall anply te the extent 
that this contract involves access to information classified "Confidential" 
including " Confidential-Modified Handling Authorised" or higher, 


(b) The Government shall notify the contractor of the security 
classification of this contract and the elements thereof, and of any 
subsequent revisions in sueh security classification, by the use of a 
Security Requirement Checklist (DD Form 254), 


(6) To the extent the Government has indicated as of the date of 
this contract, or thereafter indicates, security classification under 
this contract as provided in paragraph (b) above, the Contractor, except 
as otherwise provided in this cleuse, shell safeguard all Classified 
elements of this contract and shall provide and maintain a system of 
security controle within its own organization in accordance with the 
requirements of (1) the Department of Defense Industrial Security 
Manual for Safeguarding Classified Seeurity Information as in effect 
on the date of this contract, which manual is hereb incorporated by 
reference end made a part of this contract; and (i any amendments to 
said manuel required by the demands of national security as determined 
by the Government and made after the date of this contract, notice of 
which has been furnished to the contractor by the Contrasting Officer. 


(d) Designated representatives of the Government responsible for 
inspection pertaining te industrial security shall have the right to 
inspeet at reasonable intervals the procedures, methods, and facilities 
utilised by the Contractor fin complying with the requirements of the 
terms and conditions of this clause. Should the Government, through fits 
authorized r-presentative, determine that the Contractor has not come 
plied with such requirements, the Government shall inform the Contraator 
in writing of the proper actions to be taken in order to effect come 
vliance with sueh requirementa, 


(e) In the event a change in security requirements, as vcrovided in 
paragraphs (b) and (co), results (1) in a chance in the security olass~ 
ification of this contract or any element thereof from a non-eclassified 
status to a classified atatus or from s lower classification to a higher 
classification, or (11) in more restrictive area controls than previously 
required, the Contractor shall exert every reasonable effort compatible 
with ita established policies to continue the performance. of work under 
the contract in esompliance with such chenge in security classification 
or requirements. If, despite such reasonable efforts, the Contractor 
determines that the eontinuaticn of work under this sontreect is not 
practicable because of such ohange in security classification or require- 
ments, it shall so notify the Contracting Officer in writin:, 
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(f) After receiving such written notification, the Contracting 
Officer shall explore the circumstances surrounding the proposed change 
in seourity classification or requirements and shall endeavor to work 
out a mutually satisfactory method whereby the Contractor can continue 
performance of the work under this contract. 


(g) if, upon the expiration of fifteen (15) days after receipt 
by the Contracting Officer of such written notification, (41) the ap- 
plication to this contract of such shange in security classification 
or requirements has not been withdrawn, or (ii) a mutually satisfactory 
method for continuing performance of work under this contract has not 
been agreed upon, the Contractor may request the Contracting Officer 
to terminate the contract in whole or in part. Thereupon, the Con- 
tracting Officer shall terminate the contraot in whole or part, as may 
be appropriate, and such termination shall be deemed a termination under 
the provisions of the clause of this contract entitled "Termination for 
the Convenience of the Government". 


(h) The Contrector agrees to insert, in all subcontracts here- 
under which involve access to classified information, provisions which 
shall conform substantially to the langusge of thia clause, including 
yee paragraph (h), but exoluding paragraphs (e), (f), and (g) of this 
QlLause. 


(1) The Contractor also agrees that i¢ shall determine that any 
Se ee by it for, the furnishing of supplies and services 
whioh will involve access to eladsified information in the Contractor's 


eee has been granted an appropriate facility security clearance which 
1 


is sti in effect, prior to being accorded sccess to such classified 
information. 


NEGOTIATED OVERHEAD RATES 

(a) Motwithstanding the previsions of the clause of this con- 
tract entitled "Allowable Cost and Payment," the allowable indirect 
costs under this contract shall be obtained by applying negotiated over- 
head rates to bases agreed upon by the parties, as specified below. 


(o) The Contractor, as soon as possible but not later than six 


(6) months after the expiration of each period specified in the Schedule, 


ahall submit to the Contracting Officer a proposed final overhead rate 
or rates for that period based on the Contractor's cost experience 
during that period, together with supporting cost date. Negotiation of 
finel overhead rates by the Contractor and the Contracting Officer shall 


be undertaken as promptly asa practicable after receipt of the Contractor': 


proposal. 


| (¢) Allowability of costs and acceptability of cost allocated 
methods shall be determined in accordance with ASPR, Sestion XV, Part 
5S, as in effect on the date of this contract. 


eSB 
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{d4) The results ef each negotiation shall be set forth in an amend= 
ment to this contract, which shail specify (1) the agreed final rates, (41) 
the bases to which the rates apply, (1141) the periods for which the rates 
epply, and (iv) the specific items treated es direct costs or any changes 
in the itema previously agreed to be direct costs. 


(e) FPendins establishment of final overhead rates for any period 
the Contractor snail be reimbursed either at negotiated yrovisional rates 
as provided in the Schedule or at billing rates acceptable to the Contrae- 
ting Officer, subject to avpropriate adjustment when the final rates for 
that period are established, To prevent substantial over or under pay- 
ment, the provisional or billins rates may, at the request of either part, 
be revised by mutual agreement, either retroactively or prospectively. 

Any suoh revision of negotiated provisional retes provided in the Schedule 
shall be set forth in an amendment to t is contract. : 


(f) Any failure by the parties to agree on any final rate or rates 
under this clause shali be considered a dispute econserning a question of 
feot for decision by the eater ta Officer within the meaning of the 
clause of thia contract entitled "Disputes", 


: 
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